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Gentlemen:

Your appllication for exemption from Federal income tax under the

provisions of Sectlon 501{c)(h) of the Internal Revenue Code has
been consldered.

The Information submitted shows that you were Incorporated |G
under the laws of the State of _ Your purpose,
brlefly stated, |s to serve as an Assoclation of unit owners under
the ] Ownershlp Act for those owning certaln property
located In the Village of County, State of

subject to the terms and conditions of the Declaration
of Condominium. To exerclise excluslve management and control! of the
common and limited common areas and facllitles described In the
Declaration. To operate, repalr, replace, reconstruct, protect and

malntalin the common and 1imlted common areas and faclllitles described
in the Declaration.

Your actlivities consist of maintaining common areas end enforcing
covenants for the benefit of all unit owners under the [JJj

[ statuts)

Each unlt owner of the development Is a member of the Assoclatlon and
your source of Income Is derlved from membership pald by the unit owners.

Section 501(c) (4) of the code provices for exemption from Federal In-

come tax of clvic leagues or orgarlizastions not organized for profit but
operated exclusively for the promotion of socis! welfare.

Sectlon 1.501(c){(4)-1(a)(2) (1) of the Incoms Tax Regulations provides
thet an organlzation Is operated exclusively for the promotion of
soclai welfare If It Is primerily engaged In promoting In some way the
common good and general welfare of the people of the cosmunity. An
organization embraced within this tection is one which Is operated

primartly for the purpose of bringing about clvic betterments and
soclal improvements.
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Revenue Rullng 74-17 held that an organization formad by unlit ownars of a
condominlum housing project to provide for the management, nalntenanca,
end care of the common aieas of the project, as deflned by State statute,
with membership asscssments pald by unlt ownaers does not qualify for ex-
emption under Sectlon 5C1(c) (h) of the code.

Revenue Rullng 74-97 held that a homeownar's assoclation to qua:lfy for
exemptlion under Sectlion 501 (c) (k) of the code (1) must sarve & 'community’
which bears a reasonable recognirahle relationship to an ares ordinarlly
Identified as governmental, (2) It must not conduct activities directed to
the exterior malntenance of private residences, and (3) the comron areas

or facilitles It owns and malntains must be for the use and enjoyment of
the aqaneral public.

By virtue of the essentlal nature and structure of a condominlum system cf
ownership, the rlohts, dutlea, privileges, and Inmunities of the members

of an assoclation of unit ownars In a condominium property derive from, and
are establlished by, statutory and contractual provisions and are lnext-lcably
and compulsorlly tled to the owner's acquisition and enjoymert of hla preo-
erty In the condominium. In addition, condominium ownership nacessarily In-
volves cemership In common by all condominlum unlt ownery of 8 great many
so-called common areas, the malntenance and care of whic necessarily consti-
tutes the provislon of private banefits for the unlit owners.

In view of the above It Is our conclusion that you do not qualify for exemp-
tton from Federal Income tax as an organization cescribed In Sectlion 501(c) (4}

of the code and you are requlred to flle Faderal Income tax returns, Form
1120,

Sectlion 529 of the Internal Revenue (ode, as added In the 137&( tax reform

act provides that Homeowners assoclatlons, Including both condominlum manage-
ment assoclatlons and residential real estate managerent assoclatlions, may
elect to be treated as tax exemnt organlzations If an election |s made, the
assoclation Is not taxed on Its exempt function Income. Please sees enclosed
publication 538 for Information on how to quallfy for this election and for
the definition of exempt function Income.

If you wish to make the election, see Instructions on back of Form 1120 H
for where and when to flle.

If you do not agree with thase concluslions, you may request Appeals Offlice
conslderation. To do this, you must submit to the District Director within
30 days from the date of this letter, a statament of facte, law, and arqu-
ments, In duplicate which wlll clearly set forth your position. You also
rust statc whether you wish an Appeals 0ffice conference. Any submlssion
must he <i=ned by one of your principal offlicers. [1f the matter Is to be
nandled ty « representative, the Conference and Practice Requirements re-
carding *te fillna of a power of attorney and evidence of snroliment to
practice ust he rmet,
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If wa do not hear from you within the time specifled, this communication
wll! become our determination In the matter.

- Very truly yours,

District Dlrector

Enclosures:
Publication 892
Publicatlion 588
Form 1120 H






